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Revision
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Washington

The single state agency sets EAC by periodically determining the
pharmacies’ average acquisition costs for a sample of drug codes.

e When acquisition cost data are made available to MAA by drug
wholesalers, the average cost is based on in-state wholesalers’
published prices to subscribers, plus an average upcharge, if
applicable. The average cost is expressed as a percentage of the
Average Wholesale Price (AWP) for the drug.

¢ When acquisition cost data are not made available to MAA by in-state
drug wholesalers, MAA uses other sources of pricing information to
establish EAC. Alternative sources of pricing data include audit or
survey findings, individual pharmacy providers, pharmacy benefit
managers, other third party payers, actuaries or other consultants,
etc.

The single state agency pays the EAC for a multiple-source product if
the EAC is less than the MAC/AMAC established for that product.

C. Upper Limits for “Other” drugs:

1.

An “other” drug is defined as a brand name (single source) drug, a
multiple-source drug where significant clinical differences exist between
the branded product and generic equivalents, or a drug with limited
availability.

2. Payments for “other” drugs are based on Average Wholesale Price
(AWP) less a specified percentage. AWP is determined using price
information provided by the drug file contractor.
3. See Supplement A for current EAC percentages.
TN# 02-022 Approval Date: APR 17 X)3Effective Date: 7/1/02
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: Washington

D. Dispensing Fee Determination:

1.

The department sets pharmacy dispensing fees by applying legislatively
authorized vendor rate increases to existing fees.

2. The current dispensing fee payment system is muiti-tiered. The
dispensing fee paid to a pharmacy depends upon that pharmacy’s total
annual prescription volume (both Medicaid and non-Medicaid), as
reported to the department.

3. Pharmacies providing unit dose delivery service are paid the
department’s highest allowable dispensing fee for unit dose prescriptions
dispensed. All other prescriptions filled by these pharmacies are paid at
the dispensing fee level applicable to their annual prescription volume.

4. A dispensing fee is paid for each ingredient in a compound prescription.

5. See Supplement A for current dispensing fees.

TN# 02-022 Approval Date: ffective Date: 7/1/02
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: Washington

REIMBURSEMENT FOR PHARMACY SERVICES

I General Information

A. Prescription drug reimbursement is based on (1) the standard 11-digit National
Drug Code (NDC) (5-4-2 format), and (2) the quantity filled.

B. Total reimbursement for a prescription drug does not exceed the lowest

of:
1) Estimated acquisition cost (EAC) plus a dispensing fee;
(2) Maximum allowable cost (MAC) plus a dispensing fee;
3) Federal Upper Limit (FUL) plus a dispensing fee;
(4) Actual acquisition cost (AAC) plus a dispensing fee for drugs
purchased under section 340 B of the Public Health Services
(PHS) Act and dispensed to medical assistance clients; or
(5) The provider’s usual and customary charge to the non-Medicaid
population.
. Payment
Providers must bill only after providing a service to an eligible client. Delivery
of a service or product does not guarantee payment. For example, no payment is
made when:

The request for payment is not presented within the 365 day billing limit.
The service or product is not medically necessary or is not covered,

¢ The client has third party coverage and the third party pays as much as or more
than, the state allows for the service or product; or

e The service or product is covered in the managed care capitation rate.

TN# 02-022
Supersedes
TN# 02-001
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: Washington

REIMBURSEMENT FOR PHARMACY SERVICES (Cont.)

Estimated Acquisition Cost (EAC)

A

First DataBank derives the Average Wholesale Price (AWP) of each product
based on information they receive directly from each manufacturer or labeler.
The appropriate percentage of the AWP that represents the Estimated
Acquisition Cost (EAC) is determined.

Currently applied EAC percentages, effective for dates of service on and after
8/1/02, are:

AWP-14% for single source drugs;
AWP-14% for multisource drugs with four or fewer manufacturers/labelers;

AWP-50% for multisource drugs with five or more manufacturers/labelers and
no MAC or FUL; and

100% of certified AWP for infusion, injectable, and inhalation drugs with
certified AWPs.

IV. Dispensing Fees

A. A three-tier dispensing fee structure is used, with an adjusted fee allowed for

pharmacies that participate in the Modified Unit Dose and/or True Unit Dose
programs.

B. Listed below are the dispensing fee allowances for each drug ingredient in

compounded and non-compounded prescriptions for pharmacies, effective for
dates of service on and after 7/1/02:

High-volume pharmacies (over 35,000 Rxs/yr).......c.ccccveveeee... $4.20/Rx
Mid-volume pharmacies (15,001-35,000 Rxs/yr)...........ccc...... $4.51/Rx
Low volume pharmacies (15,000 Rxs/yr and under)............... $5.29/Rx

Unit DOSE SYSIEMS .....oiiieiiieiceriies ettt eeereaes $5.20/Rx

C. A provider's dispensing fee is determined by the volume of prescriptions the

pharmacy fills for medical assistance clients and the general public, as indicated
on the annual prescription count survey distributed to pharmacies.

TN# 02-022
Supersedes
TN# 02-001

Approval Date:ppp 17 2003 Effective Date: 7/1/02



